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FEDERAL HOME LOAN BANK BOARD
I n t e r s t a t e  Branching w ith in  th e  D i s t r i c t  o f Colum bia, M aryland, and V irg in ia  Region is
th e  t i t l e  o f a n o tic e  o f proposed rulem aking by the  FHLBB (see the  12/6/85 Fed.
Reg. ,  pp. 4 9 937-39 ). In  g e n e r a l ,  t h i s  p ro p o s a l  w ould a l lo w  f e d e r a l l y - c h a r t e r e d  
in s t i t u t i o n s  whose home o f f ic e s  a re  lo c a ted  in  D.C. to  e s ta b l i s h  branch o f f ic e s  in
e i th e r  V irg in ia  or M aryland (but no t both) s u b je c t to  c e r ta in  r e s t r i c t i o n s .  The
B oard  i s  a l s o  p ro p o s in g  r e c i p r o c a l  b r a n c h in g  r i g h t s  in  D.C. f o r  f e d e r a l  
a s s o c ia t io n s  whose home o f f ic e s  a re  in  Maryland or V irg in ia . Comments must be
r e c e iv e d  p r i o r  to  1 /6 /8 6 .  F o r f u r t h e r  in f o r m a t io n  c o n ta c t  G reg o ry  S m ith  a t
202/377-6763.
SECURITIES AND EXCHANGE COMMISSION
The S ig n if ic a n c e  o f O ral G uarantees to  th e  F in a n c ia l R eporting  P rocess i s  th e  t i t l e  of 
an SEC I n t e r p r e t a t i o n  (se e  th e  1 2 /1 9 /8 5  Fed. Reg., pp. 51671-73) w hich  was 
approved by a 3-0 vo te  o f th e  Commission a t  an SEC Open M eeting on 12/12/85 (see 
th e  12/16/85 Wash. Rpt.). As a background fo r  t h i s  in te r p r e ta t io n ,  th e  SEC s ta te d  
th a t  "during th e  cou rse  o f  a p r iv a te  in v e s t ig a t io n ,  th e  Commission learn ed  th a t  an 
is s u e r  engaged in  schemes to  m an ip u la te  and m a te r ia l ly  o v e rs ta te  i t s  e a rn in g s  and 
f i n a n c i a l  p o s i t i o n .  As a r e s u l t  o f  th e s e  sch em es, th e  i s s u e r  m a t e r i a l l y  
o v e r s t a t e d  i t s  incom e and n e t  a s s e t s .  T hese  m a t e r i a l  m is s ta te m e n ts  w ere  n o t 
d isco v ered  by th e  is s u e r 's  independent a u d ito r ,  in  p a r t ,  because a bank responding 
to  an a u d it  c o n firm a tio n  re q u e s t from th e  is s u e r 's  independent a u d ito rs  f a i le d  to  
r e p o r t  a m a t e r i a l  o r a l  g u a ra n te e .  One o f th e  schem es to  d e f ra u d  in  t h i s  m a t te r  
involved  th e  im proper rem oval o f a s u b s ta n t ia l  amount o f a s s e ts  from th e  balance  
o f a fo re ig n  su b s id ia ry  o f th e  is s u e r  by means o f a p u rp o rted  s a le  o f such a s s e ts  
to  an u n re la te d  fo re ig n  company. The scheme was e f fe c te d  in  o rd er to  r a i s e  cash 
to  improve th e  s u b s id ia ry 's  d e b t- to -e q u ity  r a t io .  However, no s a le  occurred  under 
g e n e ra lly  accep ted  accoun ting  p r in c ip le s  ("GAAP") because th e  r is k s  of ow nership  
n e v e r  p a s s e d  to  th e  u n r e la t e d  f o r e ig n  com pany. The i s s u e r 's  s u b s id i a r y  was 
o b l iga te d , by s id e  l e t t e r s  and o ra l  agreem ents, to  repu rchase  an amount o f a s s e ts  
s u f f i c i e n t  to  e n a b le  th e  u n r e la t e d  f o r e ig n  com pany to  pay i t s  d e b t  in c u r r e d  in  
purchasing  th e  " so ld "  a s s e t s . "
A sum m ary o f th e  SEC's v iew s  in c lu d e  th e  f o l lo w in g :  "Based upon th e  
a p p lic a b le  accoun ting  l i t e r a t u r e ,  th e  Com m ission b e l i e v e s  t h a t  o r a l  s t a t e m e n t s ,  
w hich  a r e  in  s u b s ta n c e  g u a r a n te e s ,  a r e  c o n t in g e n t  l i a b i l i t i e s  w hich  may, un d er 
c e r t a i n  c i r c u m s ta n c e s ,  r e q u i r e  d i s c l o s u r e .  They may a l s o  have m a te r i a l  
s ig n if ic a n c e  in  accounting  fo r  t r a n s a c tio n s . The Commission em phasizes th a t  th e  
substance  o f o ra l  agreem ents should be considered  by f in a n c ia l  in s t i t u t i o n s  and 
o th e r s  in  c o m p le tin g  a u d i t  c o n f i r m a t io n s .  A g reem en ts  w hich  in  s u b s ta n c e  
c o n s t i b u t e  g u a r a n te e s  s h o u ld  be  r e p o r te d  in  re s p o n s e  to  an a u d i t  c o n f i r m a t io n  
req u est."  Copies o f t h i s  in te r p r e ta t io n ,  id e n t i f ie d  as  R elease  Nos. 33-6613; 34- 
22705; FRR-23; A A er-82, may be o b ta in e d  from  th e  SEC. F o r f u r t h e r  in f o r m a t io n  
c o n ta c t L aure l Bond o r Edmund Coulson a t  202/272-2130.
Edward H. F le isch m an 's  nom ination o f 10/11/85 by P re s id e n t Reagan to  se rv e  as  an SEC
Com m issioner was confirm ed in  a  v o ic e  v o te  by th e  S e n a te  on 1 2 /1 6 /8 5 . Mr.
F le is c h m a n  w i l l  su cc e ed  fo rm e r SEC C o m m issio n er Jam es C. T readw ay , J r .  f o r  th e  
rem ainder o f a term  th a t  e x p ire s  6 /5 /8 7 . Senate c o n firm a tio n  o f Mr. F le ischm an 's  
nom ination f i l l s  th e  l a s t  vacancy on th e  SEC. At h is  c o n firm a tio n  h ea rin g  b e fo re
th e  Senate Com m ittee on Banking Housing and Urban A ffa ir s  (see the  11/18/85 Wash. 
Rpt.) , Mr. F leischm an answ ered q u e s tio n s  concern ing  c o rp o ra te  tak eo v e rs , RICO and 
h is  view s about th e  SBC as an independent, re g u la to ry  agency. Mr. F leischm an i s  a 
p a r tn e r  w ith  G aston, Snow, Beekman & Bogue w ith  a p r a c t ic e  s p e c ia l iz in g  in  fe d e ra l  
s e c u r i t i e s  law.
TREASURY, DEPARTMENT OF
T axation  o f F rin g e  B e n e f its  and E xclusion  from Gross Income fo r  C e r ta in  F rin g e
B e n e f its  i s  th e  t i t l e  o f a n o tic e  o f proposed rulem aking by c ro s s - re fe re n c e  to
te m p o ra ry  r e g u l a t i o n s ,  by th e  IRS. T h is  a p p ro a c h , a c c o rd in g  to  th e  IRS, w i l l  
a l lo w  th e  p u b l ic  an o p p o r tu n i ty  to  comment on th e  r e c i s e d  p r o v is io n s  o f  th e  
r e g u la t i o n s  b e f o r e  th e y  becom e f i n a l .  The r e g u la t i o n s  c o n ta in  g e n e r a l  r u l e s  
r e l a t i n g  to  v a lu a t io n  o f  f r i n g e  b e n e f i t s  and s p e c i a l  r u l e s  t h a t  may be u sed  to  
v a lu e  c e r t a i n  f r i n g e  b e n e f i t s ,  in c lu d in g  th e  a v a i l a b l i t i y  o f em ployer-provided 
au tom obiles, th e  use of em ployer-provided v e h ic le s  fo r p e rso n a l purposes or fo r 
com m uting o n ly , f l i g h t s  on e m p lo y e r-p ro v id e d  a i r c r a f t ,  and ta x a b le  f l i g h t s  on 
com m ercial a i r l i n e s .  According to  th e  IRS, i t  ex p ec ts  to  hold  p u b lic  h earin g s  in  
th e  r e g u la t i o n s  n e x t y e a r .  P u b l i c a t io n  o f  t h i s  p ro p o s a l  i s  e x p e c te d  in  th e  
Federa l  R eg is te r  th i s  week. For fu r th e r  in fo rm atio n  c o n ta c t A nnette G uarisco a t  
202/566-3918.
A tim e  ex ten s io n  fo r  c e r ta in  e le c t io n s  under S ec tio n  338 o f th e  In te rn a l  Revenue Code 
has been g ran ted  by th e  IRS. S ec tion  338 p rov ides ru le s  th a t  a llow  a co rp o ra tio n  
to  e l e c t  s p e c ia l  ta x  tre a tm e n t when i t  a cq u ire s  th e  s to ck  of ano ther c o rp o ra tio n , 
o r " t a r g e t , "  in  a c e r t a i n  m anner. Under th e  announced e x te n s io n ,  a s e c t io n  338 
e le c t io n  need n o t be f i l e d  b e fo re  3 /15 /86 , i f  th e  a c q u is i t io n  d a te  of th e  ta r g e t  
fo r  which th e  e le c t io n  would apply occurs a f t e r  8 /31 /82 . The p rev ious f i l i n g  d a te  
fo r such e le c t io n s  was 12/31/85. The ex ten s io n  was made p u b lic  in  Announcement 
85-178, which w i l l  a lso  appear in  the  12/23/85 In te rn a l  Revenue B u lle t in  No. 1985- 
51.
P a r tn e r s h ip  R e tu rn s , S t a t i s t i c s  o f  Incom e f o r  1 9 7 8 -8 2 , i s  th e  t i t l e  o f a 314-page 
docum ent r e c e n t ly  made a v a i l a b l e  by th e  I n t e r n a l  Revenue S e rv ic e .  The R ep o rt 
co n ta in s  d a ta  on r e c e ip ts ,  c o s t  o f s a le s ,  and o p e ra tio n s , d ed u ctio n s, n e t income 
( d e f i c i t ) ,  c a p i t a l  g a in s  ( l o s s e s ) ,  and number o f l im i t e d  p a r tn e r s h ip s .  In  p a r t  
th e  IRS h i s t o r i c a l  sum m ary s t a t e s :  " The t im e  p e r io d  1978 to  1982 has see n  a 
fu n d a m e n ta l s h i f t  in  th e  c o n c e n t r a t io n  o f p a r tn e r s h ip  a c t i v i t y  away from  
t r a d i t io n a l  s m a ll- s c a le  b u s in ess  and in to  la rg e - s c a le  o p e ra tio n s  (such as o i l  and 
gas p rod u c tio n , investm en t, and r e a l  e s ta te ) ,  many o f which were o rgan ized  as tax  
s h e l te r s .  This s h i f t  can be observed by exam ining th e  d a ta  by in d u s try  p resen ted  
in  f i g u r e  A. F or ex am p le , th e  t o t a l  number o f  p a r tn e r s h ip s  ro s e  n e a r ly  one 
q u a r te r  between 1978 and 1982. However, th e  in c re a se  was co n cen tra ted  p r im a r i ly  
in  two in d u s t r ia l  d iv is io n s , m ining, and fin an ce , in su ran ce , and r e a l  e s ta te .  The 
in c re a se  in  number o f p a r tn e rs h ip s  in  th e se  in d u s tr ie s  was 136 p e rcen t fo r mining 
and 39 p e r c e n t  fo r  f in a n c e ,  in s u ra n c e ,  and r e a l  e s t a t e .  O th e r th a n  th o s e  
in d u s tr ie s ,  only  th e  s e rv ic e s  in d u s t r ie s ,  w ith  an in c re a se  of 19 p e rc e n t, showed 
s u b s t a n t i a l  g ro w th  in  th e  number o f  p a r tn e r s h ip s .  M eanw hile , t h r e e  d i v i s io n s  
showed d ecreases  in  p a r tn e rs h ip s :  th e  c o n s tru c tio n  and m anufaturing  d iv is io n s  both 
decreased  by 17 p e rc en t, w h ile  tra n s p o r ta t io n  and p u b lic  u t i l i t i e s  f e l l  a lm ost 9 
p e rc e n t ."  T h is  r e p o r t  i s  i d e n t i f i e d  a s  P u b l i c a t io n  369 (Rev. 6-85) and can  be 
p u rc h a se d  in  s in g l e  c o p ie s  fo r  $5.50 o r $20.00 a n n u a l s u b s c r ip t i o n  (4 q u a r t e r l y  
re p o rts )  from th e  IRS.
SPECIAL: SPORKIN NOMINATION CONFIRMED BY THE SENATE
S tan ley  Sporkin , CPA, was confirm ed by th e  S enate  12/16/85 to  se rv e  as  a F ed e ra l Judge
fo r  th e  D i s t r i c t  o f Columbia. A ction by th e  f u l l  Senate  fo llow ed  approval o f th e
nom ination  by th e  Senate J u d ic ia ry  Committee on 12/12/85 (see the  12/16/85 Wash. 
Rpt.) . Mr. Sporkin was o r ig in a l ly  nom inated by P re s id e n t Reagan in  June 1984. He 
began a c a re e r  w ith  th e  SEC in 1961 and h e ld  th e  p o s i t io n  o f D ire c to r  o f th e  SEC’s 
E n fo rcem en t D iv is io n  from  1974 to  1981 u n t i l  he  began  s e r v in g  in  h i s  p r e s e n t  
c a p a c i ty  a s  G e n e ra l C o u n se l o f th e  C e n t r a l  I n t e l l i g e n c e  Agency. He h as  b een  a 
member o f th e  AICPA s in c e  1963.
SPECIAL: CIVIL RICO THREAT ACUTE FOR MINORITY BUSINESSES & PROFESSIONALS
”1 b e lie v e  th a t  th e  p e rn ic io u s  e f f e c t s  o f t h i s  s t a t u t e  on b u s in e ss , la rg e  and sm all
a l ik e ,  and on lab o r a re  enormous and v a s t ly  outweigh any in c id e n ta l  b e n e f i t  th a t
c i v i l  RICO may o f f e r  to  c o n su m e rs ,” E r n e s t  H. D a v en p o rt, CPA t e s t i f i e d  a t  a
12/17/85 h earin g  b e fo re  th e  House J u d ic ia ry ’s C r im in a l  J u s t ic e  Subcom m ittee. In 
opening h is  rem arks, Mr. Davenport s ta te d ,  "I am h e re  today because I b e lie v e  th a t  
c i v i l  RICO i s  an u n f a i r  and in a p p r o p r ia t e  weapon used  i n c r e a s in g ly  in  o rd in a r y  
c o m m erc ia l l i t i g a t i o n  a g a in s t  l e g i t i m a t e  b u s in e s s e s  and p r o f e s s i o n a l s ,  and I 
b e lie v e  th a t  m in o rity  b u s in esses  and p ro fe s s io n a ls  a re  p a r t i c u la r ly  s u sc e p tib le  to  
th e  th r e a t  which c i v i l  RICO poses.” He exp la in ed  th a t  such b u s in esses  a re  a t  r i s k  
from c i v i l  RICO fo r th re e  reasons. " F i r s t ,  people a re  more l ik e ly  to  b e lie v e  such 
charges o f c r im in a l ra c k e te e r in g  when they  a re  d ire c te d  a g a in s t  a sm a ll, unknown 
b u sin ess  than  they  would be when th e  t a r g e t  i s  more o f a household name...Second, 
once so  sm e a re d , a m in o r i ty  b u s in e s s  o r p r o f e s s i o n a l  i s  l e s s  l i k e l y  to  have  th e  
r e s o u r c e s  to  bounce b a c k .. .T h ird , th e  m in o r i ty  b u s in e s s  o r p r o f e s s i o n a l  i s  l e s s  
l i k e l y  to  have th e  r e s o u rc e s  to  f i g h t  an e x te n d e d  le g a l  b a t t l e . "  Mr. D avenport 
s a id  t h a t ,  " In  sum, th e  f i n a n c i a l  t h r e a t  o f c i v i l  RICO i s  m ore l i k e l y  to  e f f e c t  
d is p ro p o r tio n a te ly  sm a ll, m inority-ow ned b u s in esses ."  He a lso  noted th a t  i f  c i v i l  
RICO l i t i g a t i o n  i s  " p e r m it te d  to  grow  u n a b a te d , i t  i s  l i k e l y  t h a t  th e  c o s t  o f 
l i a b i l i t y  in su rance  w i l l  be s ig n i f ic a n t ly  a ffe c te d ."  This would have an adverse  
a f f e c t  on sm all b u s in e sse s , Mr. Davenport s a id , because w h ile  la rg e  co rp o ra tio n s  
m ig h t be a b le  " to  a b so rb  su ch  c o s t s  and p a ss  them  on to  c u s to m e rs ,"  th e  s m a ll  
b u s in e s s e s  and p r o f e s s i o n a l s  " a re  l e s s  l i k e l y  to  have t h a t  o p t io n ,  and so  t h e i r  
a b i l i t y  to  c o n t in u e  in  b u s in e s s  w i l l  be d i r e c t l y  a f f e c t e d ."  He s a id  t h a t  "even  
th e  mere f i l i n g  o f a treb le -dam age  RICO a c tio n  would have posed a grave th r e a t  to  
th e  su rv iv a l"  o f th e  sm a ll, 25-employee accounting  firm  in  D e tro it ,  M ichigan in  
which he was th e  managing p a r tn e r .
Mr. D av en p o rt em p h asized  t h a t  t h i s  i s s u e  i s  n o t one o f w h e th e r "p eo p le  who 
may have a c te d  w ro n g ly  sh o u ld  g e t  o f f  s c o t t  f r e e , "  b u t r a t h e r  " i s  w h e th e r  c i v i l  
RICO, a s  c u r r e n t l y  s t r u c t u r e d ,  i s  to o  s e v e re  and i n d i s c r im in a t e  a w eapon." He 
s a id ,  "Our l e g a l  sy s te m  h as  c r e a te d  a v a s t  a r r a y  o f s e c u r i t i e s  la w s , t r u t h - i n ­
le n d in g  s t a t u t e s ,  consum er p r o t e c t i o n  r u l e s  and r e g u l a t i o n s ,  and common law  
d o c tr in e . . .T h e  q u e s t io n  th u s  i s  w h e th e r p l a i n t i f f s  s h o u ld  be a llo w e d  to  ig n o re  
th o s e  d i r e c t  re m e d ie s  and in s te a d  r e l y  upon a f e d e r a l  s t a t u t e  t h a t  a c c id e n t ly  
c r e a te d  a b ro ad  b lu d g eo n  t h a t  c la im a n ts  can  w ie ld  w h ile  th e y  s i d e s t e p  th e s e  
c a r e f u l ly  c re a te d  le g a l rem edies." He concluded by u rg ing  th e  Subcom m ittee to  "ac t 
qu ick ly"  to  reform  c i v i l  RICO s ta t in g ,  "The storm  i s  bearin g  down on us, and i t s  
advance winds a re  a lre a d y  causing  g re a t  damage; th e re  i s  no reason  why you should 
w a it fo r  m ajor d e s tru c tio n  b efo re  you move to  e l im in a te  th i s  th r e a t  to  le g i t im a te  
b u s in e sse s , p ro fe s s io n a ls , and union members." Mr. Davenport i s  th e  D ire c to r  of 
th e  C enter fo r  Accounting E ducation a t  Howard U n iv e rs ity ’s School o f B usiness and 
P ub lic  A d m in is tra tio n  in  W ashington, D.C. and has been a member o f th e  AICPA s in ce  
1956.
SPECIAL: DINGELL OVERSIGHT SUBCOMMITTEE EXAMINES "ROLE" OF FHLBB
"The ro le  o f th e  F ed e ra l Home Loan Bank Board in  th e  B everly  H i l l s  Savings and Loan
A sso c ia tio n  o f C a l i fo rn ia  and th e  American Savings and Loan A sso c ia tio n  o f
F lo r id a "  was th e  t i t l e  o f  a 1 2 /1 6 /8 5  h e a r in g  by th e  E nergy  and C om m erce's 
O v e rs ig h t  and I n v e s t i g a t i o n  S u b co m m ittee . The s ta t e m e n t  o f  th e  S u b co m m ittee  
C hairm an  Rep. John D. D in g e l l  (D-MI) was re a d  in to  th e  r e c o rd  by  Rep. Ron Wyden 
(R-OR) and s t a t e d  in  p a r t :  "The Bank B o a rd 's  p r e f e r e n c e  f o r  s e c r e c y  and non­
d i s c l o s u r e  e x te n d s  to  th e  F e d e r a l ly - in s u r e d  s a v in g s  and lo a n  in d u s t r y  and th e  
a c c o u n tin g  r u l e s  w hich  a r e  u sed  to  m easu re  th e  f i n a n c i a l  s t a b i l i t y  o f  th e  
in d u s try . The agency has developed i t s  own " re g u la to ry  accoun ting  p r in c ip le s ,"  — 
th e s e  " p r in c ip l e s "  t r a n s f o r m  d e b ts  in to  a s s e t s  and p e r m i t  o th e r  c u r i o s i t i e s  to  
d e term in e  re g u la to ry  n e t w orth fo r  th e  in s t i t u t i o n s  i t  in su re s . Using th e  Bank 
B o a rd 's  a c c o u n tin g  r u l e s ,  th e  G e n e ra l A c co u n tin g  O f f ic e  h a s  found  t h a t  o n ly  
seven ty -one F e d e ra lly - in su re d  sav ings and loan  in s t i t u t i o n s  w ere in so lv e n t a t  the  
end o f  1984, w h e rea s  434 w ere  a c t u a l l y  in s o lv e n t  on t h a t  d a te  i f  g e n e r a l l y  
accep ted  accounging p r in c ip le s  a re  used to  m easure a s s e ts  and l i a b i l i t i e s .  This 
r e p r e s e n t s  a d e l i b e r a t e  e f f o r t  by th e  Bank B oard  to  a r t i f i c i a l l y  i n f l a t e  th e  
f in a n c ia l  n e t w orth  o f th i s  m ajor in d u s try , and m is lead  Congress and th e  p u b lic  
reg ard in g  th e  h e a lth  o f th e  in d u s try  and th e  demands on th e  F ed e ra lly -sp o n so red  
in su ran ce  fund ."
FHLBB Chairman Edwin J. Gray, accompanied by key s t a f f  a id e s , took ex cep tio n  
to  th e  view s exp ressed  by some Members o f th e  Subcom m ittee and re le a se d  c o p ies  o f 
a 9 -p ag e  l e t t e r ,  d a te d  1 2 /1 6 /8 5 , from  FHLBB C hairm an  Gray to  Rep. D in g e l l .  In  
b r ie f ,  th i s  l e t t e r  sought to  re b u t c r i t i c i s m  le v e le d  a t  th e  FHLBB, w ith  s p e c if ic  
a t te n t io n  p a id  to  ad d ress in g  c r i t i c i s m s  which were a ir e d  in  a 11/7/85 O versigh t 
and In v e s t ig a t io n s  Subcom m ittee h earin g . In  a s e c tio n  o f th e  l e t t e r  devoted to  
a c t i o n s  ta k e n  by th e  FHLBB, C hairm an  Gray s t a t e d :  " In  f a c t ,  th e  Bank B oard  h a s  
responded v ig o ro u s ly  to  th e  problem s th e  in d u s try  faced  d u rin g  1983 and 1984. We 
have t e s t e d  th e  l i m i t s  o f o u r e x i s t i n g  s t a t u t o r y  a u t h o r i t y  and ta k e n  m a jo r 
re g u la to ry  s te p s  to  ad d ress  th e se  problem s. We d esc rib e d  th e se  re g u la to ry  a c tio n s  
in  d e t a i l  in  our J u ly  19 testim ony  concern ing  B everly  H i l l s .  We have e s ta b l is h e d  
l im i t s  on ex cessiv e  grow th and d i r e c t  in v estm en ts , re q u ire d  improved accoun ting  
fo r ADC lo an s, e s ta b lis h e d  a new system  fo r  c la s s i fy in g  problem  a s s e t s ,  l im ite d  
th e  p lacem ent o f b rokered  funds in  a s s o c ia t io n  w ith  low n e t w orth , and in c reased  
n e t w orth req u irem en ts  fo r  th e  in d u s try . We have a ls o  a ttem p ted  to  l i m i t  fu r th e r  
ex cessiv e  r i s k  to  th e  FSLIC in su ran ce  fund by th e  abuse o f  b rokered  funds, on ly  to  
be to ld  by th e  c o u rts  th a t  we exceeded our a u th o r i ty  and th a t  Congress would have 
to  ad d ress  th e  problem . We stood  firm  in  our c o n v ic tio n  th a t  th e se  a c tio n s  were 
needed  to  p r e s e r v e  th e  s a f e t y  and so u n d n ess  o f  th e  in d u s t r y ,  even  th o u g h  we 
e n c o u n te re d  a f i r e s t o r m  o f  p r o t e s t  r e g a r d in g  th e  p ro p o se d  n e t  w o rth  and d i r e c t  
investm en t ru le s  from segm ents o f th e  t h r i f t  in d u s try , and even some members o f 
C o n g re ss . In  f a c t ,  h a l f  o f  th e  m em bers o f  th e  House e n d o rse d  H. Con. R es. 34, 
which was in tended  to  d e r a i l  im plem enta tion  o f  th e  d i r e c t  investm en t re g u la tio n . 
J u s t  a m onth ago , a r e p o r t  on th e  d i r e c t  in v e s tm e n t  r e g u l a t i o n  by th e  House 
G overnm ent O p e ra t io n s  C o m m ittee  p r a i s e d  th e  r e g u la t i o n  a s  "an exam p le  o f 
re sp o n siv e  re g u la tio n  under d i f f i c u l t  c i r c u m s ta n c e s ."  A d d i t io n a l  h e a r in g s  a r e  
a n t ic ip a te d  b u t no t y e t  scheduled.
The w eekly is su e  o f W ashington R eport w i l l  n o t be p u b lish ed  on 12/30/85. P u b lic a tio n  
w i l l  resume on 1 /6 /8 6 .
For further information contact Gina Rosasco, Shirley Hodgson, or Nick Nichols at 
202/872-8190.
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